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INFO OCT-01 NEA-10 ISO-OO EB-08 COME-OO TRSE-00 OMB-01 
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UNCLAS TEHRAN 2277 

PLEASE PASS EXIMBANK 

E.O.l 1652: N/A 
TAGS: BPRO, EFIN, IR 

SUB J : FCIA CREDIT INSURANCE: J.G.WHITE/HOUSING 
ORGANIZATION OF GOVERNMENT OF IRAN 

REF: STATE 042798 

1 . SUMMARY: EMBASSY BELIEVES PROBLEM OF GOVERNMENT 
GUARANTEE LIES NOT WITH THE BONA FIDES OF THE HOUSING 
ORGANIZATION BUT IN THE DISTINCTION WHICH THE GOI MAKES 
BETWEEN INVESTMENT PROJECTS AND SERVICE CONTRACTS. THIS 
DISTINCTION HAS BEEN THE SUBJECT OF EXTENSIVE DISCUSSION 
OVER THE PAST SEVERAL YEARS BY THE OVERSEAS PRIVATE IN- 
VESTMENT CORPORATION (OPIC). END SUMMARY. 

2. RE APPLICATION FOR FCIA CREDIT INSURANCE COVERING 
$3.5 MILLION CONTRACT WITH HOUSING ORGANIZATION. J.G. 

WHITE REPRESIDENT IRAN TOLD EMBOFF THAT COMPANY STATE- 
MENT TO EXIM THAT MINECONAFFAIRS/FIN GUARANTEE NOT 
AVAILABLE FOR THIS TRANSACTION WAS BASED ON STATEMENT 
WHICH FIRM’S IRANIAN LEGAL COUNSEL MADE TO COMPANY 
DIRECTOR. J.G. WHITE AND LAWYER HAVE NOT REPEAT NOT 
APPLIED DIRECTLY TO CENTRAL BANK OR MINISTRY. 
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3. HOUSING ORGANIZATION IS WHOLLY GOVERNMENT-OWNED 
ELEMENT OF THE MINISTRY OF HOUSING AND URBAN PLANNING, 

WITH A MANAGING DIRECTOR WHO OPERATES INDEPENDENTLY ON 
A DAILY BASIS BUT IS ULTIMATELY RESPONSIBLE TO THE 
MINISTER OF HOUSING. THE HOUSING ORGANIZATION IS AN 
IMPLEMENTING ARM OF THE MINISTRY WHICH, WITH THE EXCEP- 
TION OF A FEW PILOT HOUSING PROJECTS, DOES NOT GENERALLY 
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CONTRACT OUT DIRECTLY FOR PROJECTS. HOUSING ORGANIZA- 
TION MANDATE INCLUDES ERECTION OF HOUSING UNITS, DEVELOP- 
MENT OF NEW TOWNS AND STIMULATING OF JOINT MANUFACTURING 
VENTURES IN INDUSTRIALIZED HOUSING. THE HOUSING ORGANIZA- 
TION IS FUNDED DIRECTLY BY THE GOVERNMENT AND MINECONAFFAIRS/ 
FINANCE WOULD PRESUMABLY BE APPROPRIATE 
ULTIMATE GUARANTOR. 

4. J.G. WHITE CONTRACT IS FOR CONSULTING, DESIGN AND 
CONSTRUCTION MANAGEMENT SERVICES FOR PARTIAL SEGMENT OF 
LAVIZAN NEW TOWN PROJECT NORTHEAST TEHRAN. INTENTION 

IS TO USE INDUSTRIALIZED HOUSING FOR SECTION J.G. WHITE 
DESIGNING, BUT SYSTEM OR SUPPLIER NOT YET FINALLY DE- 
CIDED. 

5. THE GOI INTERPRETS THE 1957 AGREEMENT DISCUSSING 
ISSUANCE OF IRANIAN GOVERNMENT APPROVAL OF PROJECTS 
FOR PURPOSES OF ISSUING VARIOUS TYPES OF OPIC INSURANCE 
AS APPLICABLE ONLY TO INVESTMENT PROJECTS. GOI HAS 
DECLINED TO ISSUE IN WRITING AGREEMENT THAT SERVICE 
CONTRACT MAY ALSO BE INSURED UNDER TERMS OF THIS AGREE- 
MENT. WE ASSUME WHITE'S LAWYER BASES HIS COMMENT THAT 
GOVERNMENT GUARANTEE UNAVAILABE ON HIS UNDERSTANDING 
OF DISTINCTION GOI MAINTAINS BETWEEN INVESTMENT AND 
SERVICE CONTRACTS. 

6. HOWEVER, IN DISCUSSIONS IN RECENT YEARS WITH MINECON 
ON SUBJECT OF INTERPRETATION OF AQOTU AGREEMENT AS IT 
RELATES TO OPIC, MINISTRY OFFICIAL SUGGESTED THAT 
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APPLICATION BE MADE BY A CONTRACTOR OR SERVICE FIRM TO 
ENABLE MINISTRY'S LEGAL SECTION TO MAKE A DETERMINA- 
TION BASED ON AN ACTUAL CASE. (MINISTRY LAWYERS RELUC- 
TANT TO MAKE A REULIING ON A GYPOTHETICAL BASIS.) TO OUR 
KNOWLEDGE, NO FIRM HAS PROCEEDED WITH SUCH AN APPLICATION 
TO DATE. 

7. DIRGEN FOR FOREIGN CREDITS AT MEAF STATED IN CONVER- 
SATIONS WITH ANOTHER EMBOFF THAT ALL APPLICATIONS FOR 
GOVERNMENT GUARANTEES ARE MONITORED THROUGH HIS OFFICE. 

8. IN VIEW OF INFORMATION ABOVE, EMBASSY AFTER FURTHER 
DISCUSSIONWITH WHITE REP IS SEEKING APPOINTMENT AT MEAF 
FOR WHITE TO DISCUSS POSSIBILITY OF MINISTRY ISSUING 
APPROPRIATE GUARANTEE. 

9. EMBASSY WILL WORK CLOSELY WITH WHITE TO GET READING 
ON THIS QUESTION AND WILL KEEP DEPARTMENT INFORMED. 
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10. DEPARTMENT AND EXIM MAY WISH PASS SUBSTANCE TO 
OPIC OFFICER BATCHELOR FOR BACKGROUND ON THIS ISSUE AND 
TO REVIEW IF EXIM CREDIT INSURANCE IS MOST APPROPRIATE 
MEDIUM FOR J.G. WHITE APPLICATION. 

MIKLOS 
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